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New Tax Policy Statement
Takes Aim at Complexity
The AICPA has a new weapon to
fight needless tax complexity—a
policy statement mandating bolder
AICPA stands against unnecessarily
complex proposals. Congressional tax
writers are already feeling its effects.
First, the AICPA notified the
House Ways and Means and Senate
Finance Committees that it no longer
supports the section 444 revisions it
endorsed last Congress as a means
of easing the workload compression
problem. Second, simplicity was the
theme of AICPA testimony before the
Ways and Means Committee on Presi
dent Clinton’s economic proposals.
The testimony singled out as particu
larly complex the investment tax
credit, especially the incremental
credit, and recommended a direct
credit instead.
The new tax policy statement, ap
proved by the Tax Executive Commit
tee, calls for change in the legislative
process to produce less complex tax
laws. The statement pledges the
AICPA to help Congress eliminate
“back door” revenue raisers and de
velop more straightforward revenue
raising proposals.
The statement also outlines how the
AICPA’s resolve to oppose complexity
may play out. Gone are the days
when the AICPA will let itself be
drawn into trying to fix a proposal
with needless complexities so that it
is “less bad.” Gone, too, are the days
when the AICPA will hesitate to pub
licly withdraw its support, or even
oppose, a measure it has supported if

it becomes needlessly complex after
Congressional compromise and
modification.
The fiscal year issue is a perfect
case study. AICPA members and their
clients have suffered the problems as
sociated with the switch from fiscal
years to calendar years ever since the
Tax Reform Act of 1986 was im

plemented. Workload compression is
still the number one tax problem
named by AICPA members.
The genesis of this beast? It was
added in the Senate at the 11th hour
without hearings or discussion as a
means of funding a low-cost housing
proposal.
Modification of section 444, which
was spearheaded by the AICPA with
the help of thousands of CPAs nation
wide, provided only minor relief.
Since then the AICPA has relentlessly
continued on page 2

--------- Inside Focus---------Wyden Bill Approved With AICPA Support;
Represents Important Advance
The AICPA’s persistent campaign
to ensure that the private sector re
tain the responsibility for setting au
diting standards under the provisions
of the “Financial Fraud Detection
and Disclosure Act,” H.R. 574,
scored a significant victory on
March 18. The House Telemarketing
and Finance Subcommittee approved
the measure with the auditing stan
dards language suggested by the
AICPA, which cleared the way
for the AICPA to declare its support
for the bill.
The successful negotiation on
H.R. 574 also helps lead us out of
the impasse at which the accounting
profession and federal legislators
found themselves. Congressional
critics believe the profession should
be doing more to protect the invest
ing public. The profession, for
years, has replied to its Capitol Hill
critics that audits have a limited

purpose not clearly understood by
the public, which has led to an “ex
pectation gap.” This argument by
the profession and its opposition to
H.R. 574, and similar bills in years
past, helped foster the Congression
al and public perception that the
profession is “dug in” and resistant
to change. It was evident by the end
of the last Congress that this per
ception blocked action in other
areas important to CPAs, such as
liability reform.
Therefore, to move our legislative
program forward, the AICPA Board
of Directors authorized us to find a
solution to H.R. 574. The profes
sion worked closely with Reps.
Billy Tauzin (D-LA), Ed Markey
(D-MA) and Ron Wyden (D-OR),
as well as Republican leaders, to
come up with language acceptable
continued on page 3
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pursued a solution, without success.
The goal seemed near last year. Ulti
mately, however, the original proposal
developed by the AICPA last Con
gress was modified by Congress to
such an extent that if it had been
signed into law it would have made
the problem worse.
This Congress, President Clin
ton’s proposed increase in personal
rates makes such a proposal even less
desirable because the increase in per
sonal rates to 36 percent would mean
a rise to a 38 percent rate (as opposed
to the 29 percent required when the
section 444 changes were first en
acted) in the deposit to the IRS re
quired for pass-through entities
making a “new” section 444 election.
Not only do CPAs believe that passthrough entities would refuse to make
“new” section 444 elections under
these circumstances, but also that tax
payers would revoke their present sec
tion 444 elections and go back to a
calendar year.
So not only have we told Congress
we now oppose this approach, we’ve
asked that it not be included in any
tax bills considered by this Congress.
Unfortunately, this does not solve
the workload compression problem.
What is needed (and we have begun
communicating this to Congress) is

for businesses to be allowed to use a
natural business year for tax pur
poses, without being penalized by re
quired interest-free loans to the
government. In today’s fiscal and
budgetary environment, where tax
provisions must—by law—be revenue
neutral, we are facing a long and up
hill battle to get this accomplished.
A copy of the AICPA’s testimony
is available by writing Ways and
Means Testimony, AICPA, 1455
Pennsylvania Avenue, N.W.,
Washington, D.C. 20004-1081 or
by calling 202/434-9220. ■

Liability Reform
Bill Continues
to Gather
Momentum
Rep. Billy Tauzin (D-LA) her
alded his commitment to reforming
the nation’s liability system by in
troducing a securities litigation re
form bill on the first day of the
103rd Congress. Seven other mem
bers of the U.S. House of Represen
tatives displayed their support by
joining him as original co-sponsors
of H.R. 417. The bill, which is
identical to the legislation Rep.
Tauzin introduced in the last Con-

Toni Smiley, president of the D.C. Institute of CPAs, at left, and Ellen McCreery, CPA, at right, with
U.S. Treasury Secretary Lloyd Bentsen. They attended a recent luncheon address by Secretary Bentsen
at the National Press Club. The Secretary spoke about President Clinton's economic proposals.

FINANCIAL PLANNING
BILL ADVANCES
The financial planning bill began
its move through the U.S. House of
Representatives when it was reported
to the House Energy and Commerce
Committee from its Subcommittee
on Telecommunications and Finance.
The measure, H.R. 578, preserves
the professional exclusion the AICPA
fought for last Congress with the help
of Key Persons and members of the
Personal Financial Planning Divi
sion. The AICPA supports H.R. 578
as it is now written. We’ll keep you
updated as more action occurs.

gress, continues to gather momen
tum. Seventeen more Democrats and
Republicans have signed on as
co-sponsors.
You can help build support in
Congress for this effort. Please
write or call your representative in
the U.S. House of Representatives
and ask him or her to become a
co-sponsor of H.R. 417.

The co-sponsors to date are:
Dan Burton (R-IN)
Ralph Hall (D-TX)*
Dennis Hastert (R-IL)
Paul Henry (R-MI)
Jon Kyl (R-AZ)
John Linder (R-GA)
Ronald Machtley (R-RI)*
Alex McMillan (R-NC)
Michael McNulty (D-NY)
G.V. (Sonny) Montgomery (D-MS)*
James Moran (D-VA)*
Stephen Neal (D-NC)
Frank Pallone (D-NJ)
Mike Parker (D-MS)*
Bill Paxon (R-NY)
Collin Peterson (D-MN)
John Porter (R-IL)
Roy Rowland (D-GA)*
Bobby Rush (D-IL)
Dan Schaefer (R-CO)
E. Clay Shaw (R-FL)*
Don Sundquist (R-TN)
Edolphus Towns (D-NY)
Frederick Upton (R-MI)
*Denotes original co-sponsor.
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to all parties. The revised language
leaves the principal responsibility
for setting auditing standards in the
private sector—where the expertise
is—and grants the Securities and
Exchange Commission the authority
to modify or supplement the stan
dards in certain areas.

Earlier disclosure of possible
fraud and other illegal activities per
petrated by corporate management is
required by H.R. 574, as is an as
sessment by the auditor of a compa
ny's survivability. Neither we, nor
the public, should be misled into
thinking this bill is a guarantee that
all fraudulent acts, especially those
perpetrated by a coordinated and
collusive effort among management,
will be detected. It is, however, one
step to making financial reporting

more relevant and useful to the
American public.
We’ve already seen some divi
dends from the Wyden bill negotia
tion. At the markup session on
H.R. 574, Rep. Markey, the chair
man of the Finance Subcommittee,
announced that a hearing on liability
reform will be held later this spring.
And Reps. Tauzin and Jim Slattery
(D-KS) spoke about accountants’
need to have our liability system
reformed. Happily, H.R. 574 also
includes language worked out last
year by the AICPA and the bill’s
sponsors to protect auditors from
unwarranted liability exposure.
The measure must still work its
way through major legislative steps;
its next stop is the full House Ener
gy and Commerce Committee. After
that, it faces a floor vote by the full
U.S. House of Representatives,

where it is apt to be approved. The
Senate is an unknown; this is the
first time in the seven years the
House has considered such legisla
tion that the Senate has shown any
interest. Senator John Kerry
(D-MA) introduced S. 630 on
March 23; it is identical to the ver
sion of H.R. 574 endorsed by the
AICPA. S. 630 also must run the
full gamut of subcommittee, com
mittee and floor consideration.
We will be with it every step of
the way. And, we may ask you, as
Key Persons, to be there tootalking, writing, or visiting with
your legislators to ensure that the
careful compromise we’ve negotiated
doesn’t come undone. ■

John E. Hunnicutt
Group Vice PresidentGovernment Affairs

Key Person Program Ranked Effective by Survey
The Key Person Program received
high ratings according to the results
of the Key Person survey done last
fall. Over 95 percent of the respon
dents ranked the AICPA Key Person
Program as effective. “Just keep it
up,” one respondent wrote. “The
more we work, the better it gets.”
Key Persons take their leadership
role for the profession seriously—81
percent of the Key Persons respond
ing wrote or called their members of
Congress when asked to do so in an
Action Alert.
Liability, calendar year-end, and
estimated tax payment rules are iden
tified as the three most important is
sues by respondents.

Highlights from the
survey include:
Sixty-one percent of the respon
dents are friends with the mem
ber of Congress, 16 percent are
the member’s personal CPA,
and 12 percent serve as the cam

paign treasurer for their Con
gressional contact.
These men and women are a
politically active bunch—74 per
cent said that either they or a
member of their family had
worked in a political campaign
and 77 percent said that they
had made contributions to their
member of Congress’ campaign;
the median contribution was
$262. Republicans comprise 57
percent of the respondents, 28
percent are Democrats, and 15
percent are Independents.

Eighty percent of the respon
dents are in public practice, and
64 percent have been a CPA for
more than 20 years. Further
more, the smaller the size of the
firm, the more likely that one
would be a Key Person—59 per
cent practice alone or with a
small firm (2-20 professionals);
28 percent practice with a medi
um firm (21-100 professionals);
and 13 percent practice with a

large firm (over 100 profes
sionals).
8^ Eighty-three percent participate
in the program to assist the
profession and 40 percent were
asked to do so by the state
society.

Projects for the future
The survey turned up some good
suggestions about how we can help
you, too. In response to requests for
information to be communicated in
different formats, we are exploring
audio and video tapes. Computer
software for campaign treasurers was
a hot topic for a number of respon
dents. We are looking at what is al
ready available commercially and
exploring whether we should develop
our own product.
Copies of the survey results are
available by writing Key Person
Survey Results, AICPA, 1455 Penn
sylvania Avenue, N.W., Washington,
D.C. 20004-1081, or by calling
202/434-9264. ■
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Constituents Influence Votes, Gallup Poll Finds
“Your ultimate goal is to move votes,” Jack Bonner of
Bonner & Associates told participants at the AICPA
Key Person Coordinators’ Conference held in Washing
ton, D.C. in late January.
What’s the best way to do that?
“Constituents!” say members of Congress interviewed
by The Gallup Organization in a poll commissioned by
Bonner & Associates. More than 70 percent of the 149
new and returning members of the 103rd Congress in
terviewed during the poll said personal letters and
phone calls from constituents and constituent meetings
are what influence them when it’s time to cast their
votes. Furthermore, 77 percent of the members of
Congress surveyed said they call back letter writers
“often” or “sometimes” to find out how much the
writers know about the issue upon which they have
written.
The results affirm the AICPA Key Person Program’s
founding principle—the interests of the profession are
best represented by CPAs with close personal ties to
their elected members of Congress.
Bonner emphasized, to the more than 160 Key Person
Coordinators and Contacts, State Society Presidents,
Executive Directors, and state society legislative staff
who attended the conference, that grassroots participa
tion works—because it’s individuals telling members of
Congress what matters to them.
The chart to the right illustrates the importance
members of Congress attach to constituents and their
opinions.

AICPA_____________________
American Institute of Certified Public Accountants
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Washington, DC 20004-1007
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What Members Say They Pay a Great Deal
of Attention to When Deciding How to Vote

70% +
• Personally
written letters
from
constituents
• Meetings with
heads of
groups with
interest
•CEO visits
affected by
issue with job
presence
•Personally
written letters
from heads of
groups in
district
•Letters from
company
officials with
job presence
• Phone calls
from
constituents

60%-69%
• Phone calls
from heads
of groups in
district

20%-25%
• Postcards from
district
• Mailgrams from
district

1%-19%
• Issue Papers
• Form letters
from constituents
and company
officials without
job presence
•Editorials
•CEO visits
without job
presence
• Issue ads in
D.C. or home
district

Bonner & Associates/Gallup Poll

